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§ 1.457-3 Tax treatnent of participants where plan is not an eligible plan

(a) In general. If a State (within the meaning of § 1.457-2(c)) provides
for a deferral of compensation (after the effective date described in paragraph
(c)) under any agreenent or arrangement described in § 1.457-2(b) that is not
an eligible plan within the nmeaning of &8 1.457-2--

(1) Conmpensation deferred under the agreenent or arrangenment shall be
includible in the gross incone of the participant of beneficiary for the first
taxabl e year in which there is no substantial risk of forfeiture (within the
meani ng of section 457(e)(3)) of the rights to such conpensation

(2) Earnings credited on the conpensation deferred under the agreement of
arrangenent shall be includible in the gross incone of the participant or
beneficiary only when paid or made avail abl e, provided that the interest of the
partici pant or beneficiary in the assets (including amunts deferred under the
pl an) of the entity sponsoring the plan is not senior to the entity's genera
creditors, and

(3) Anpbunts paid or made avail abl e under the plan to a participant or
beneficiary shall be taxable to the participant or beneficiary under section 72,
relating to annuities.

(b) Exceptions. Paragraph (a) does not apply with respect to--

(1) A plan described in section 401(a) which includes a trust exenpt from
tax under section 501(a),

(2) An annuity plan or contract described in section 403,
(3) A qualified bond purchase plan described in section 405(a),

(4) That portion of any plan which consists of a transfer of property
described in section 83, and

(5) That portion of any plan which consists of a trust to which section
402(b) applies.

(c) Effective date. This section is effective for taxable years begi nning
after Decenber 31, 1981. For rules applicable in taxable years beginning after
December 31, 1978, and before January 1, 1982, see § 1.457-4.
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NOTES: NOTES APPLI CABLE TO ENTI RE CHAPTER

EDI TORI AL NOTE: I RS published a docunent at 45 FR 6088, Jan. 25, 1980, deleting
statutory sections fromtheir regulations. In Chapter |, cross references to the
del eted materi al have been changed to the correspondi ng sections of the IRS Code
of 1954 or to the appropriate regulations sections. Wen either such change
produced a redundancy, the cross reference has been del eted. For further

expl anati on, see 45 FR 20795, March 31, 1980.

[ The OMB control nunbers for title 26 appear in § § 601.9000 and 602. 101 of
this chapter.]

NOTES APPLI CABLE TO ENTI RE SUBCHAPTER

Suppl emrentary Publications: Internal Revenue Service Loosel eaf Regul ations
System Al cohol and Tobacco Tax Regul ati ons, and Regul ati ons Under Tax
Conventi ons.

EDI TORI AL NOTE: Treasury Decision 6091, 19 FR 5167, Aug. 17, 1954, provides in
part as foll ows:

PARAGRAPH 1. All regulations (including all Treasury decisions) prescribed by,
or under authority duly del egated by, the Secretary of the Treasury, or jointly
by the Secretary and the Conm ssioner of Internal Revenue, or by the
Conmi ssi oner of Internal Revenue with the approval of the Secretary of the
Treasury, or jointly by the Conmi ssioner of Internal Revenue and the
Conmi ssi oner of Custons or the Conm ssioner of Narcotics with the approval of
the Secretary of the Treasury, applicable under any provision of law in effect
on the date of enactnent of the Code, to the extent such provision of lawis
repeal ed by the Code, are hereby prescribed under and made applicable to the
provi sions of the Code corresponding to the provision of |aw so repeal ed insof ar
as any such regulation is not inconsistent with the Code. Such regul ati ons shal
becorme effective as regul ati ons under the various provisions of the Code as of
the dates the correspondi ng provisions of |law are repeal ed by the Code, unti
super seded by regul ations issued under the Code.

PAR. 2. Wth respect to any provision of the Code which depends for its
application upon the promul gati on of regulations or which is to be applied in
such manner as nmamy be prescribed by regulations, all instructions or rules in
effect i Mmediately prior to the enactrment of the Code, to the extent such
instructions or rules could be prescribed as regul ati ons under authority of such
provi sion of the Code, shall be applied as regul ati ons under such provision

i nsofar as such instructions or rules are not inconsistent with the Code. Such
instructions or rules shall be applied as regul ati ons under the applicable

provi sion of the Code as of the date such provision takes effect.

PAR. 3. If any election made or other act done pursuant to any provision of the
I nternal Revenue Code of 1939 or prior internal revenue | aws woul d (except for

t he enactnent of the Code ) be effective for any period subsequent to such
enactmment, and if correspondi ng provi sions are contained in the Code, such

el ection or other act shall be given the sane effect under the correspondi ng
provi sions of the Code to the extent not inconsistent therewith. The term"act"
includes, but is not Iimted to, an allocation, identification, declaration
agreenment, option, waiver, relinquishnment, or renunciation

PAR. 4. The linmits of the various internal revenue districts have not been
changed by the enactment of the Code. Furthernore, del egations of authority made
pursuant to the provisions of Reorganization Plan No. 26 of 1950 and
Reor gani zati on Plan No. 1 of 1952 (as well as redel egation thereunder),

i ncl udi ng those governing the authority of the Commi ssioner of Internal Revenue,



t he Regi onal Conmi ssioners of Internal Revenue, or the District Directors of
Internal Revenue, are applicable to the provisions of the Code to the extent
consi stent therewth.



